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systems Inc. (a citicorp sUbsidiary), Reuters Holdings
PLC, Telerate Systems Inc., and TRW. Other providers
include American Airlines, Associated Press, BRS,
Chilton, Dialog Information Services, Dun & Bradstreet,
United Airlines, United Press International, and Knight­
Ridder.
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III. MARKBT STRATBGY

A. Mo4es of Entry

The are four basic modes of entry:

1. Start up as a new online service vendor using information
from other providers

2. Start up as a new online service vendor and information
provider

3. Start up as a new information provider using other online
service vendors

4. Acquisition of existing online service vendors and/or
information providers

B. Timinq Consi4erations

The online services market is still evolving. While there are some
database providers, which have been in the business for 20 years
it is only recently that end users have been able to access the
databases directly. Access has been the prerogative of librarians
and information specialists. Much of this has changed due to two
factors: online service providers have designed easier and simpler
access procedures, often using a menu style for user selection, and
the spread of the personal computer and its capabilities for end
user use.

The consumer market has been slow to materialize as home users have
not seen the necessity of buying a modem and sUbscribing to a
database service. If the RBOCs are ever allowed to enter the online
services market as information providers, this scenario will
probably change. They have the financial resources to develop very
easy-to-use services and the existing customer base to market the
services to. The RBOCs have again petitioned to be allowed to
enter the market, but no new dec~sion has been made.

C. Cost of Entry

The cost of starting up a new, full-featured online service vendor
is extremely high. Nearly $2 billion has been invested in starting
up consumer online services since the 1980s. The investment in
Prodigy alone was $600 million. However, the cost of starting up
a new basic service geared toward a specific audience can be very
low, easily under $10,000, excluding the cost of information to be
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provided. This includes the cost of a computer, modem, telephone
line, off-the-shelf software, and programming for customization.
Many databases are available free of charge. The U.S. Commerce
Department Office of Automation Branch, Organization and Systems
Division offers an example of a "bulletin board" type of free
online service, modem number 301-763-4576.

The cost of starting up as a new information provider is also very
low, again excluding the cost of information to be provided. In
general, the online service vendor will negotiate all necessary
arrangements (fees, storage costs, billing, etc.) with the
information provider .

D. Critical Pactors Por Succ.ss

The most critical factor is in offering informat~on which is truly
valuable to the market. Given that the information has value,
online service vendors and information providers must also
understand whether they have urgent information or convenient
information. With urgent information, accuracy is more of an issue
than ease of access. with convenient information, access via
computer, presentation, advertising, and pricing are extremely
important. "First, it must cost no more than a 'few hundred
dollars; second, it must make life simpler; third, in some manner
rather hard to define, it must be fun.,,2

IV. OPPOR'l'UlfI'l'IBS poa JlBBS

Given the high cost of entering this market as a new online service
vendor, MBEs may find more feasible possibilities as a new
information provider using other online service vendors. MBEs can
provide additional services as a value-added intermediary in areas
that have been the domain of librarians, but where librarians have
not been able to provide services. An example is the service
provided by one of the MBEs identified in this study. The service
is provided to real estate agents who are in the property rental
business. The MBE conducts a credit check of prospective renters
using online credit databases.

2 Carr, Edward, "Telecommunications" , The Economist, March
1990.
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CONCLUSION

The telecommunications market segments reviewed here include
cellular radiotelephone, mobile and specialized mobile radio, radio
paging, personal communications networks, messaging (voice
processing and electronic mail), cable television, wireless cable,
and online services. Each segment provides some opportunities for
minority firms, although some are more promising than others. (See
Table 7.)

The marketing product life cycle identifies four stages in the
development and growth of a product - introduction, rapid growth,
maturity and decline. The segments reviewed can be examined in
this framework because they all represent a product or service, or
family of products and services.

PCN and wireless cable are still in the introduction phase although
wireless cable presents a more current opportunity than PCN. There
are many unknown factors which will develop and could impact future
possibilities in both segments. Both bear watching and
consideration.

A number of the segments including cellular radiotelephone
services, radio paging, messaging (voice processing and electronic
mail) have enjoyed rapid growth in the recent past. Growth rates
are slowing; however, and the segments are entering or will soon
enter the stage of maturity. These segments represent the best
opportunities due to their continuing growth, the various modes of
entry available to MBEs with limited costs of entry, and excellent
regulatory climates.

Cable TV, mobile radio and online services are mature industries
with even revenues. In spite of this, there are limited areas that
may represent opportunities for MBEs.

No telecommunications segments were reviewed that are in decline,
although technological developments could change this. Any firm
that is looking to succeed in any of the telecommunications
segments presented :must ra:nain C'.1rrent with the technological
developments and regulatory issues.
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